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We,  at  Umnss  Dartmouth,  otier  the  results  of  this  study  in  an  effort  to 
enrich  the  ongoing  discussion  about  Wal-Mart's  expansion  into  the 
Northeast.  This  stud)'  focuses  on  community  demographics,  retail  sales  and 
store  closings  and  utilizes  actual  sales  figures  obtained  from  the  Federal 
government. 

While  we  have  found  interesting  and  in  some  cases  dramatic  results, 
we  know  that  many  other  variables  will  and  should  enter  into  the  Wal-Mart 
debate.  We  recognize  the  concerns  about  environmental  impact  and  issues  of 
quahty  of  life  in  small  towns.  This  study  however,  was  designed  to 
investigate  the  following  questions  about  Wal-Mart's  effect  in  the 
marketplace: 

1.  Does  the  introduction  of  a  Wal-Mart  store  into  a  county  have  a  positive  or 
negative  effect  on  the  demographics  of  the  community? 

2.  What  is  the  impact  of  the  store  entry  on  the  retail  sales  of  other  businesses 
in  the  area? 

3.  What  is  the  impact  of  the  store  entry  on  the  number  of  retail 
establishments  operating  in  the  area? 
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The  Effect  of  Wal-Mart  Stores  on  the  Lconoinic  Enviromnent  oi  Counties  in 

the  No  rill  east 

Executive  Summary 

A  study  of  fourteen  Northeastern  counties,  that  hosted  a  new  Wal-Mart  store 
between  1990  and  1992,  was  conducted  by  the  University. of  Massachusetts 
Dartmouth  (UMD)  in  order  to  determine  the  economic  impact  of  the  retailing 
giant  on  the  region.  Data  were  collected  on  retail  sales,  number  of  retail 
establishments,  population,  employment,  and  per  capita  income.  All  data  were 
anaJ.yzed  for  changes  over  the  six  year  study  p>eriod.  Special  attention  was 
focused  on  the  year  prior  to  and  the  year  following  the  Wal-Mart  store  opening. 
The  following  are  the  major  conclusions  of  this  analysis: 

.  •       The  number  of  retail  establishments  showed  only  slight  declines  after  a 
one  year  Wal-Mart  presence.  The  overwhelming  majority  of  counties 
studied  maintained  the  same  number  of  outlets  or  reported  new 
openings.  Even  in  those  counties  with  fewer  establishments,  sales  were 
often  higher  indicating  remaining  establishments  are  growing. 

•  Population  and  per  capita  income  in  constant  dollars  increased  in  eighty 
percent  of  the  host  counties  one  year  after  Wal-Mart  opened. 

•  The  apparel  industr}'  reports  growth  of  16%  the  first  year  after  Wal-Mart 
and  12%  the  second  year. 

•  Drug  stores  report  growth  of  10%  the  first  year  after  Wal-Mart  and  15% 
the  second  year. 
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The  r>umtH?r  of  retail  ealmp,  and  drinking  establishmer>ts  was  unaflected 
by  Wal-Mart,  liowever,  both  gains  and  losses  m  sales  were  reported. 

Retail  sales  increased  in  some  industries  more  than  others,  indicating 
strain  in  competmg  with  the  giant  retailer.  Generally  speaking,  Wal- 
Mart's  direct  competitors  in  the  Northeast  appear  to  be  stronger  than 
specialty  stores  which  overlap  with  Wal-Mart.  Home  furnishings, 
automotive  supplies  and  food  store  paper  products  are  among  those 
showing  declines  in  sales. 


In'r()ducti()n 

Tlie  original  Wal-Mart  store  opened  its  doors  to  the  town  of  Rogers, 
Arkansas  in  1962.  By  1970  the  company  had  gone  public  witli  eighteen  stores 
and  an  impressive  S44  million  in  sales.  Durmg  the  70's  the  company  enjoyed  the 
construction  of  276  stores  in  11  states  with  annual  sales  well  over  the  million 
dollar  mark.  Wal-Mart  continued  through  the  80's  with  aggressive  growth 
spurred  by  the  opening  of  new  stores  and  acquisitions.  By  1988  annual  sales 
loomed  at  nearly  $20  billion  and  in  1989  Wal-Mart  consisted  of  1^00  stores  in  25 
states.  In  1990  Wal-Mart  was  catapulted  to  the  #1  retailer,  surpassing  both  K- 
Mart  and  Sears.  Wal-Mart's  capacity  for  growth  seemed  never-ending.  In  early 
1993,  1,954  stores  were  operating  while  the  annual  sales  had  increased  from  $1.2 
billion  in  1980  to  $67.3  billion  at  the  end  of  1993. 

Wal-Mart  began  in  the  South  and  Midwest  expanding  toward  the  coasts 
and  most  recently  into  large  cities.  Their  emergence  into  the  Northeast  did  not 
.prove  as  rudimentary  as  anticipated.  Opposition  reached  a  pinnacle  in  New 
England  where  tourism  is  vital. 

Communities  began  to  speakout  asserting  that  Wal-Mart  would  bring 
with  it  financial  hardship  and  would  demote  the  recycling  of  capital  back  into  the 
state's  economy.  Some  protests  alleged  Wal-Mart  posed  a  substantial  threat  to 
the  local  merchants  who  had  been  establishing  their  businesses  for  generations. 
Studies  done  in  the  Mid-West  on  the  economic  impact  of  Wal-Mart  were  widely 
publicized.  The  United  States  Congress  commissioned  a  study  on  the  impact  of 
Wal-Mart  and  other  "mega"  stores  on  local  economies.  All  of  this  combined  to 
create  an  atmosphere  of  fear  and  armety  among  locals  in  towns  Wal-Mart   ' . 
courted. 

It  is  the  intent  of  this  study  to  focus  on  counties  in  the  Northeast  that  ' 
hosted  a  Wal-Mart  opening  between  1990  and  1992.  No  pubhshed  study  to  date 
examines  Wal-Mart's  impact  in  this  area. 


DEFINITION  OF  TERMS 


APPAREL  ^  ACCESSORY  STORE  SALES 

(SIC  Major  Group  56): 

This  category  includes  sales  for  establishments  primarily  engaged  in  sellmg  new 
clothing,  shoes,  hats,  underwear,  and  related  articles.  It  is  a  broadly  inclusive 
group  that  -  aside  from  men  s  and  women's  clothing  and  accessory  stores  -  also 
encompasses  children's  and  infants'  wear  stores,  bridal  shops,  furriers,  handbag 
stores,  lingerie  stores,  custom  tailors,  and  sports  apparel  stores.  However, 
apparel  and  accessories  sold  in  Department  and  General  Merchandise  stores  are 
not  included-  . 

AUTOMOTIVE  DEALER  &  SERVICE  STATION  SALES 

.(SIC  Major  Group  55;  excluding  subgroup  554,  Gasoline  Service  Stations): 

Included  are  retail  outlets  selling  automobiles  -  new  and  used,  domestic  and 

imported.  In  addition  to  these  categories,  sales  for  auto  and  home  supply  stores  

(tire  dealers  and  parts  and  accessories  stores),  boat  dealers,  recreational  vehicle 
dealers,  motorcycle  dealers,  and  miscellaneous  automotive  dealers  selling 
aircraft,  dune  buggies,  snowmobiles,  and  utility  trailers  are  also  included. 

BUILDING  MATERIAL  AND  HARDWARE  STORE  SALES 
(SIC  Major  Group  52): 

Sales  in  this  category  include  those  from  establishments  primarily  engaged  in 
selling  hardware,  lumber,  and  other  building  materials;  paint,  glass,  and 
wallpaper;  lawn  and  garden  supplies;  and  mobile  homes,  even  if  sales  to 
contractors  account  for  a  larger  proportion  of  all  sales.  " 


DRUG  STORE  SALES 
vSiC  biduslry  Group  591): 

A  3-digit  subgroup  of  SIC  59  -  Miscellaneous  Retail  Stores.  Totals  here  reflect 
sales  from  establishments  engaged  in  the  retail  sale  of  prescription  drugs, 
proprietary  drugs,  and  non  prescription  medidnes.  Stores  in  thus  category  may 
also  carry  a  number  of  related  lines,  such  as  cosmetics,  toiletries,  tobacco,  and 
novelty  merchandise,  and  sales  include  drugstores  that  also  operate  soda 
fountains  or  lunch  counters. 

EATING  AND  DRINKING  ESTABLISHMENT  SALES 

(SIC  Major  Group  58): 

Includes  establishments  selling  prepared  foods  and  drinks  for  consumption  on 
the  premises  or  for  takeout,  as  well  as  lunch  counters  and  refreshments  stands 
selling  prepared  foods  and  drinks  for  immediate  consumption.  Also  included 
under  Eating  Establishments  are  caterers  and  institutional  food  services; 
concession  stands  at  stadiums,  amusements  parks,  and  airp)orts;  fast-food 
restaurants  and  custard  stands;  and  pizzerias,  oyster  bars,  commissaries,  and 
other  miscellaneous  eating  establishments.  Drinking  Establishments  include 
bars,  beer  gardens,  cocktail  lounges,  discos  serving  alcoholic  beverages, 
nightclubs,  taprooms,  wine  bars,  and  other  miscellaneous  establishments. 

FOOD  STORE  SALES 
(SIC  Major  Group  54): 

Retail  stores  primarily  engaged  in  selling  food  for  home  preparation  and 
consumption.  Included  in  this  category  are  grocery  stores;  meat  and  fish 
markets;  fruit  and  vegetable  markets;  candy,  nut,  and  confectionery  stores;  dairy 
products  stores;  bai<;eries;  and  miscellaneous  food  stores  such  as  health  food, 
coffee,  spice,  vitamin,  and  poultiy  stores. 


FUKXITURH,  HOME  FURNISHING,  &  APPLIANCE  STORE  SALES 
(SIC  Major  Group  57); 

Sales  from  a  broad  array  of  subgroups  includir^g  furniture  stores;  floor  covering 
stores  (carpet,  rug,  and  tile);  drapery,  curtain,  and  upholstery  stores;  home 
furnishing  stores  (bedding,  china,  cookware,  lamps,  pottery,  Venetian  blmds, 
etc.);  and  household  appliance  stores  (air  conditioners,  freezers,  sinks,  cabinets, 
stoves,  refrigerators,  and  vacuum  cleaners).  Perhaps  the  most  important 
subgroup,  however,  is  that  of  radio,  television,  consumer  electronics,  and  music 
stores,  which  includes  computer  and  computer  software  stores  as  well  as  record 
and  tape  stores. 


GENERAL  MERCHANDISE  STORE  SALES 
(SIC  Major  Group  53): 

This  category  includes  retail  stores  that  sell  a  number  of  lines  of  merchandise, 
such  as  dry  goods,  apparel  and  accessories,  furniture  and  home  furnishings, 
housewares,  hardware,  and  food.  Stores  included  in  this  group  are  department 
.stores,  limited-price  variety  stores,  and  miscellaneous  general  merchandise  stores 
such  as  general  stores  and  catalog  showrooms,  although  catalog  and  mail-order 
operations  are  not  included  in  this  category. 


Methodology 


Ln  order  Lo  determine  the  economic  impact  of  Wal-Mart  stores,  the  following 
tactors  were  exammed: 

Population 
Employment  Rates 
Per  Capita  Income 

Retail  Sales  for  General  Merchandise  Stores 
Retail  Sales  for  Food  Stores 

Retail  Sales  for  Automotive  Dealers  &:  Service  Stations 
Retail  Sales  for  Apparel  &  Accessory  Stores 
Retail  Sales  for  Furniture,  Home  Furnishings  &  Appliance  Stores 
Retail  Sales  for  Eating  &  Drinking  Establishments 
Retail  Sales  for  Drug  Stores 
.Number  of  General  Merchandise  Stores 
Number  of  Food  Stores 

Number  of  Automotive  Dealers  &  Service  Stations 

Number  of  Apparel  &  Accessory  Stores 

Number  of  Furniture,,  Home  Furnishings  &  Appliance  Stores 

Number  of  Eating  &  Drinking  Establishments 

Number  of  Drug  Stores 

Data  vsrere  collected  for  the  years  1988-1993.  Fourteen  counties  in 
Connecticut,  Maine,  Nev*:  Hampshire,  New  York,  New  Jersey  and  Pennsylvania 
hosted  Wal-Mart  stores  during  that  time  period.  Rhode  Island  and 
Massachusetts  did  not  see  Wal-Mart  entries  until  1993  and  were  therefore 
excluded  from  the  analysis.  Vermont  has  no  Wal-Mart  stores  and  remains  the 
only  state  in  the  continental  United  States  without  the  giant  retailer  operating 
within  its  borders. 


The  slates  and  their  counties  studied  include; 
Connecticut-  Hartford 

Maine-  Androscoggin,  Cumberland,  Knox,  and  Penobscott 
New  Hampshire-  Rockingham 
New  Jersey-  Burlmgton  and  Camden 
New  York-  Monroe  and  Seneca 

Penr^ylvania-  Sullivan,  Union,  Washington,  and  York 

Notes  About  Data: 

All  financial  data  has  been  converted  to  1993  dollars  using  Government 
■  CPI  figures. 

Figures  from  counties  with  multiple  Wal-Marts  have  been  averaged 
together.  These  counties  include  Monroe  (NY)  and  Rockingham  (NTi). 

*  indicates  the  year  of  the  Wal-Mart  opening. 


Statistics  were  gatliered  from  the  follou'ing  sources: 

Demographics  USA  County  Edition  1994 
Market  Statistics 
Bill  Communications 
NY,  New  York 

Rand  McNally  Commercial  Atlas  &  Marketing  Guide 
Rand  McNally  and  Company 
Chicago,  Rand  McNally 
1990-1995 

Sales  Marketing  and  Management 

Guide  to  Buying  Powier  in  the  U.S. 
August  1989-1994 

State  Labor  Departments 

Statistical  Abstract  of  the  United  States  1994 
U.S.  Department  of  Commerce 
Economics  and  Statistics  Administration 
BUREAU  OF  THE  CENSUS 

All  statistics  were  adjusted  for  inflation  as  reported  each  year  in  the  U.S; 
Government  Consumer  Price  Index.  The  final  figures  are  all  reflected  in  1993 
dollars. 

Conclusions  are  presented  only  for  those  counties  and  states  were  data  is 
available  for  at  leaist  two  years  prior  to  and  at  least  one  year  after  a  Wal-Mart 
opening. 

Generally  speaking,  data  is  reported  on  fourteen  counties  after  one  year  of 
a  Wal-Mart  opening  and  five  counties  after  tvvo  years  of  an  opening. 


KIH  AIL  SALES 


General  Merchandise  Stores  (SIC  53) 

Data  gathered  on  fourteen  counties  indicates  that  ten  increased  sales  in 
their  market  one  year  after  the  Wal-Mart  store  opened.  When  sales  are  examined 
after  tvvo  years  of  a  Wal-Mart  presence,  results  show  three  of  five  counties 
reporting  increases.  Increases  range  from  approximately  10%-60%.  Monroe 
county  (NY)  and  York  county  (PA)  reported  slight  declines  both  years  after  Wal- 
Mart's  entry. 

Food  Stores  (SIC  54) 

Food  sales  increased  or  remained  the  same  in  seven  and  decreased  in 
seven  of  the  fourteen  counties  the  year  after  a  Wal-mart  opened.  This  finding  is 
consistant  with  other  studies  where  grocery  stores  have  seen  losses  m  the  sales  of 
paper  goods  and  health  and  beauty  aids  after  a  Wal-Mart  opening.  After  two 
years  of  Wal-Mart's  presence,  two  of  five  coimties  have  shown  a  slight  increase. 
Monroe  county  (NY),  Seneca  county  (NY),  and  York  county  (PA)  again  report 
declines. 

Automotive  Dealers  &  Service  Stations  (SIC  55)  • 

Automotive  dealers  and  service  station  sales  decreased  in  ten  of  the 
fourteen  counties  one  year  after  Wal-Mart  opened.  Two  years  after  Wal-Mart 
opened  two  of  five  stores  sales  had  increased.  In  addition  to  Monroe  county 
(NY)  and  Seneca  county  (NY),  Rockingham  county  (NH)  also  reported  a  decline. 
Tlie  sales  of  automotive  supplies  is  negatively  impacted  by  a  Wal-Mart  presence. 


Apparel  «Sc  Accessory  Stores  (SIC  56) 

In  the  apparel  and  accesborv  indus'rs-,  sales  in  all  fourteen  counties 
increased  or  remained  the  sanie  one  \-ear  alter  Wal-Mart  opened.  Tavo  years 
after  Wal-Mart's  presence  four  of  the  five  counties  increased  or  stayed  the  same, 
while  only  one  reported  a  slight  decrease  (1%).  It  is  interesting  to  note  that 
virtually  even,'  county  in  the  apparel  industrv  benefited  from  the  presence  of  a 
Wal-Mart.  This  finding  appears  to  be  unique  to  the  Northeast. 

Furriitiire,  Home  Furnishing    Appliance  Stores  (SIC  57) 

Six  counties  increased  sales  in  furniture,  home  furnishing,  and  appliance 
stores,  while  eight  counties  found  sales  decreasing  after  one  year.  Two  counties 
reported  no  shange  in  sales.  After  two  years  of  Wal-Mart's  presence  ail  five 
counties  showed  a  decrease  in  sales.  Declines  in  this  industry  were  more 
pronounced  than  others.  Home  furnishings  is  one  of  Wal-Mart's  largest  areas  of 
sales  and  may  explain  the  negative  impact  on  this  industry. 

Eating  &  Drinking  Establishments  (SIC  58) 

Nine  of  fourteen  counties  either  increased  or  remained  the  same  in  sales, 
one  year  after  Wal-Mart's  presence.  Five  counties  reported  a  decline  in  slaes  for 
eating  and  drinking  establishments.  After  two  years,  sales  in  all  five  counties 
decreased.  The  impact  of  Wal-Mart  in  this  industry  is  complex.  While  the 
number  of  eating  and  drinking  establishments  remains  basically  the  same,  gains 
and  losses  in  sales  were  noted. 


Drug  Stores  (SIC  59) 


Drug  store  sales  in  twelve  of  the  fourteen  counties  increased  or  remained 
the  same  one  year  after  Wal-Mart  opened.  After  tv.'o  years,  five  of  five  counties 
reported  an  increase  in  sales.  It  is  intereshng  to  note  that  drug  stores  in  the 
Northeast  show  little  sign  of  negative  impact  from  Wal-Mart. 
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Building  Material  Stores  (SIC  52) 

Data  were  available  on  thirteen  counties  where  retail  hardware  and 
building  materials  stores  existed  prior  to  the  opening  of  a  Wal-Mart.  Of  lliose 
thirteen  counties,  twelve  either  had  additional  store  openings  or  remained 
unchanged  after  Wal-Mart  had  beeii  open  for  one  year.  The  only  county 
showing  fewer  stores  in  this  category  one  year  after  Wal-Mart,  continued  its 
decline  after  Wal-Mart's  second  year.  Tliere  is  also  evidence  that  this  same 
county  began  losing  hardware  stores  up  to  two  years  prior  to  Wal-Mart's  entry 
into  the  market.  o 

In  the  category  of  "Building  Materials  and  Hardware  Stores"  there  is  no 
evidence  of  an  adverse  effect  on  the  number  of  retail  establishments  the  first  year 
cif ter  Wal-Mart  enters  the  market.  After  two  years  the  number  of  outlets  remains 
...  stable  in  all  counties  except  two  where  a  history  of  decline  in  this  industry  began 
at  least  two  years  prior  to  the  Wal-Mart  opening. 


General  Merchandise  Stores  (SIC  53) 

.Data  gathered  on  thirteen  counties  indicates  that  eleven  maintained  or 
increased  the  number  of  General  Merchandise  stores  in  their  market  one  year 
after  Wal-Mart  opened.  For  those  counties  with  data  available,  all  but  one  show 
an  increasing  number  of  general  merchandise  operators  two  years  after  Wal-Mart  . 
opens. 

It  is  interesting  to  note  that  this  is  the  category  in  which  Wal-Mart 
competes  with  department  stores  and  other  mass  merchandisers.  Early  studies 
done  in  Iowa  indicated  a  strong  negative  impact  on  Wal-Mart's  direct 
competition  in  this  category.  To  date  there  is  no  evidence  of  stores  in  this 
category  closing  in  the  Northeast.  It  may  be  that  more  data  over  a  longer  period 
of  time  will  be  necessary  to  document  such  a  declme  if  one  exists. 


Food  Slorcs  (SIC  54) 


The  nun:iber  of  food  retailers  (i.e.  supermaikels)  remained  constant  or 
increased  in  twelve  out  of  fourteen  counties  \he  year  after  Wal-Mart  opened.  The 
decreases  in  the  two  counties  were  less  than  2%.  After  two  years  with  a  Wal- 
Mart  in  the  market,  virtually  every  one  of  the  fourteen  counties  show  more  food 
retailers  than  the  year  prior  to  Wal-Mart's  opening. 

The  evidence  clearly  shows  that  for  one  and  two  years  after  the  Wal- 
Mart's  opening  there  is  no  negative  impact  on  the  number  of  food  retailers 
operating.  Further,  the  data  indicates  that  four  out  of  five  counties  had  an 
increase  in  number  of  food  stores  after  Wal-Mart  operated  for  two  years.  It 
should  be  noted  that  virtually  all  counties  studied  had  Wal-Mart  stores  and 
Sam's  wholesale  stores  but  not  a  superstore,  which  is  Wal-Mart's  grocery  store 
op>eration.  As  the  superstores  move  into  the  Northeast  there  could  be  a  negative 
impact  on  this  industry.  To  date,  Wal-Mart  has  not  negatively  impacted  the 
number  of  food  retailers  operating  in  the  Northeast. 

Automotive  Dealers  &  Service  Stations  (SIC  55) 

The  number  of  establishments  in  this  category  remained  constant  or 
increased  in  thirteen  of  fourteen  counties  studied  before  and  after  Wal-Mart 
opened.  In  the  five  coimties  where  data  were  available  for  two  years  after  the 
Wal-Mart  opened,  three  counties  lost  stores  or  stations.  Those  counties, 
however,  show  a  historical  decline  in  this  category  beginning  more  than  two  • 
years  prior  to  Wal-Mart's  opening. 


Apparel     Accessory  Stores  (SIC  56) 


In  the  apparel  industry,  ten  of  t-vvclve  counties  with  available  statistics 
show  the  same  number  of  retail  outlets  or  m.ore  outlets  than  the  year  prior  to 
Wal-Mart  opening.  Monroe  county  and  York  county  report  7%  and  8%  declines 
respectively.  Monroe  county  reports  a  record  high  431  apparel  stores  operatmg 
in  1991,  the  year  prior  to  Wal-Mart's  entry.  The  number  of  establishments  is 
reported  at  400  and  419  for  one  year  and  two  years  after  Wal-Mart  count  of  212 
apparel  stores  to  195, 186,  and  back  up  to  195  after  Wal-Mart's  3rd  year  in  the 
market.  Data  available  on  three  more  counties  at  the  two  year  mark  show  no 
decline  and/ or  gains  in  the  number  of  retail  apparel  stores  operating. 

There  is  no  evidence  of  wide  spread  negative  impact  on  the  number  of 
retail  apparel  stores  in  the  Northeast  to  date. 

Furniture,  Home  Furnishing  &  Appliance  Stores  (SIC  57) 

Eleven  counties  provided  data  on  number  of  retail  establishments  in  the 
furniture /home  furnishings  industry.  Of  those,  nine  counties  showed  gains  or 
stability.  The  other  two  counties  had  declines  of  1%  and  3%.  In  both  cases  those 
declines  continued  as  Wal-Mart  completed  its  second  year  in  the  market.  Data  is 
available  on  one  of  these  counties  for  the  third  year  after  Wal-Mart's  opening. 
For  that  county,  the  decline  continues. 

There  is  no  evidence  of  a  prior  downward  trend  in  the  fumiture,home 
furnishings,  and  appliance  industry  in  either  of  the  two  counties  showing  a  "' . 
negative  impact. 


Eating  v'^  Drinking  EstablLshmcnts  (SIC  58) 

Eating  and  Drinking  establishmenls  have  been  cited  m  previous  studies  as 
beneficiaries  of  a  Wal-Mart  m  the  marketplace.  In  this  study,  eleven  of  the 
thirteen  counties  examined  maintained  the  same  number  of  establishments  or 
have  an  increased  number  of  establishments.  In  botii  Union  and  York  counties 
there  is  a  decline  in  the  number  of  restaurants  after  a  one  year  of  Wal-Mart 
presence.  It  is  interesting  to  note  that  in  both  cases  these  declines  were  reversed 
tb.e  following  year.  There  are  no  counties  that  show  reduced  numbers  of  eating 
and  drinking  establishments  two  years  after  Wal-Mart  opened. 

This  industry  appears  to  benefit  from  a  Wal-Mart  presence  either 
immediately  or  shortly  after  a  Wal-Mart  opens. 

Drug  Stores  (SIC  59) 

Nine  of  the  thirteen  counties  studied  showed  no  change  in  the  number  of 
drug  stores  operating  before  and  after  Wal-Mart  opened.  Four  counties  had 
fewer  drug  stores  after  a  one  year  Wal-Mart  presence.  It  should  be  noted  that 
this  group  includes  two  counties  with  1%  declines,  and  two  others  with  declines 
that  reversed  themselves  after  a  two  year  Wal-Mart  presence.  Both  Rockingham 
county  and  Seneca  county  had  more  drug  stores  operating  two  years  after  Wal- 
Mart  opened  than  at  any  previous  time. 

Wal-Mart  has  been  dted  for  predatory  pricing  in  the  lower  court  in  a 
Southern  state.  Area  drug  stores  filed  a  class  action  against  the  retailing  giant. 
Those  states  included  in  this  study  have  aggressive  predatory  pricing  laws.  This 
may  help  to  guard  the  industry  in  the  Northeast  from  predatory  pricing. 
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Drug  Stores 


Population,  Uncmplo)^^\cnt,  and  I'cr  Capita  income 


Economic  impact  on  host  county'  was  evaiuatcd  by  analyzing  specilic 
variables:  1)  population  2)  number  and  t)'peof  retail  establishments  3)  per  capita 
incom.e  and  4)  employment. 

Population 

After  one  year  of  a  Wal-Mart  operating  in  a  county,  there  is  no  e^'idence  of 
negative  impact  on  population  size.  All  fourteen  counties  in  this  study  report 
population  gains  or  popul$,tion  stability.  At  the  two  year  mark,  four  out  of  five 
counties  with  data  available  report  growth  or  stability.  York  county  reports  a 
population  decline  in  both  the  second  and  third  year  of  a  Wal-Mart  presence. 

Unemployment 

Unemployment  rates  decline  in  six  of  the  fourteen  counties  studied  one 
year  after  a  Wal-Mart  store  opened.  The  remaining  eight  counties  report 
increased  unemployment  Four  counties  with  data  two  years  out,  all  show 
inaeased  unemployment  York  county  again  distinguishes  itself  with  this 
dov/nward  trend  that  continues  even  after  Wal-Mart's  third  year  in  business 
th.ere.  Wal-Mart's  propensity  toward  hiring  part  time  help  may  explain  the  lack 
of  any  widespread  positive  impact  on  unemplo}TTient  rates. 


0-) 


( 


Tcr  CapiLa  Income 

Most  of  the  counties  studied  (eleven  of  fourteen)  show  increases  m  per 
capita  income  one  year  after  hosting  a  new  Wal-Mart  store.  Three  counties 
report  declines  of  3%-8%  in  per  capita  income.  After  two  years,  four  of  the  five 
counties  show  continued  increases  where  three  years  of  data  are  available,  the 
trend  continues. 

Income  and  Population  Growth 

Thomas  Mueller,  an  economist  with  the  Logistics  Management  Institute  of 
McLean,  Virginia  used  the  ratio  between  income  growth  and  population  growth 
as  an  indicator  of  retail  sales.  He  theorizes  that  when  a  county  is  staying  even  in 
sales,  the  ratio  between  income  and  population  growth  should  be  between  .8  and 
1.0.  In  this  study,  eleven  of  fourteen  counties  show  gains  in  sales  using  this  ratio. 
(Using  actual  sales  figures,  nine  of  the  fourteen  counties  show  gains  in  sales. 
Declines  in  the  remaining  five  counties  range  form  2%-12%,  after  one  year  of  a 
Wal-Mart  presence). 
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Ovoraii  impact 


General  Merchandise  Stores  (SIC  53) 

Most  counties  studied  show  the  number  of  retail  establishments  remam 
constant  while  sales  increase.  Wal-Mart  does  operate  in  this  category'  and  does 
account  for  some  of  the  increased  sales.  The  fact  that  Wal-Mart's  competitors  are 
not  dosing  after  the  first  year  is  positive  in  light  of  studies  in  the  Midwest,  which 
indicates  early  closings  were  common. 


Food  Stores  (SIC  54) 

The  number  of  food  stores  operating  one  year  before  Wal-Mart  opens 
remains  stable  through  the  year  after.  Data  does  indicate  declining  sales, 
however,  over  the  same  period.  It  is  possible  that  Wal-Mart  has  negatively 
impacted  food  stores  in  the  area  of  non-food  items.  This  tendency  was  cited  in 
the  midwest  studies  where  supermarket  sales  declined  an  average  of  6%. 

Automotive  Dealers  &  Service  Stations  (SIC  55) 

Overall  the  number  of  retail  establishments  in  this  category  remained 
virtually  the  same  before  and  after  Wal-Mart.  Retail  sales  hovrever  generally 
declined.  It  is  possible  that  Wal-Mart  has. attracted  customers  by  its  prices  on 
motor  oil,  antifreeze  and  other  automotive  supplies,  thereby  impacting  stores  in 
this  category. 


Appare!  &  Accessory  Stores  (SIC  56) 

There  is  evidence  of  a  positive  impact  from  Wal-Mart  on  the  apparel  and 
accessory  industry.  The  number  of  retail  establishments  before  and  alter  Wal- 
Mart  dropped  slightly.  During  this  same  time  twelve  of  our  fourteen  counties 
reported  higher  sales,  while  the  remaining  two  counties  maintained  previous 
levels  of  sales. 

Furniture,  Home  Furnishing  &  Appliance  Stores  (SIC  57) 

■'  o      While  the  number  of  retail  establishments  holds  fairly  constant  before  and 
after  Wal-Mart,  sales  clearly  decline  in  nine  of  our  fourteen  counties.  Wal-Mart's 
traditionally  sell  more  "software"  than  anything  else.  That  category  includes 
home  furnishings.  The  decline  recorded  in  counties  under  study  may  be 
partially  attributed  to  direct  competition  with  Wal-Mart. 

Eating  &  Drinking  Establishments  (SIC  58) 

The  number  of  retail  establishments  in  this  industry  remains  almost 
constant  prior  to  and  one  year  after  Wal-Mart  opens.  The  impact  on  sales  varies. 
Approximately  half  of  the  counties  in  this  study  enjoyed  higher  sales  while  the 
other  half  suffered  with  dediiung  sales.  It  is  possible  that  some  relationship 
exists  between  those  Wal-Mart's  which  house  a  McDonald's  restaurant  and  the 
variation  is  sales. 


Oruo  Stores  (SIC  59) 


W^ile  the  majority  of  the  counties  studied  show  approximately  the  same 
number  of  retail  establishm.ents  prior  to  and  after  a  Wal-Mart  opens,  four 
counties  did  report  closings.  Sales,  however,  increased  in  ten  of  the  fourteen 
counties  with  two  maintaining  sales  levels.  There  are  fewer  drug  stores 
operating  after  Wal-Mart  opens  but  those  remaining  report  higher  sales. 


Major  Findmgs 


A  study  of  fourteen  Northeastern  counties,  that  hosted  a  new  Wal-Mart  store 
benveen  1990  and  1992,  was  conducted  by  the  University  of  Massacliusetts 
Dartmouth  (UMD)  in  order  to  determine  the  economic  impact  of  the  retailing 
giant  on  the  region.  Data  were  collected  on  retail  sales,  number  of  retail 
establishments,  population,  employment,  and  per  capita  income.  All  data  were 
analyzed  for  changes  over  the  six  year  study  period.  Spedai  attention  was 
focused  on  the  year  prior  to  and  the  year  following  the  Wal-Mart  store  opening. 
The  following  are  the  major  conclusions  of  this  analysis: 

•  The  number  of  retail  establishments  showed  only  slight  declines  after  a 
one  year  Wal-Mart  presence.  The  overwhelming  majority  of  counties 
studied  maintained  the  same  number  of  outlets  or  reported  new  openings. 
Even  in  those  counties  with  fewer  establishments,  sales  were  often  higher 
indicating  remaining  establishments  are  growing. 

•  Population  and  per  capita  income  in  constant  dollars  increased  in  eighty 
percent  of  the  host  counties  one  year  after  Wal-Mart  opened. 

•  The  apparel  industry  reports  growth  of  16%  the  first  year  after  Wal-Mart 
and  12%  the  second  year. 

•  Drug  stores  report  growth  of  10%  the  Hrst  year  after  Wal-Mart  and  15% 
the  second  year. 


The  number  of  retail  eating  and  drinking  establishments  was  unaffected 
by  Wal-Mart,  however,  both  gains  and  losses  in  sales  were  reported. 


Retail  sales  increased  in  some  industries  more  than  others,  indicating 
strain  in  competing  with  the  giant  retailer.  Generally  speaking,  Wal- 
Mart's  direct  competitors  in  the  Northeast  appear  to  be  stronger  than 
specialty  stores  which  overlap  \sith  Wal-Mart.  Home  furnishings, 
automotive  supplies  and  food  store  paper  products  are  among  those 
showing  declines  in  sales. 


Comparative  Findin[;s: 


Two  other  impact  studies  have  been  conducted.  The  University  of 
Missouri  and  Iowa  State  University  released  results  of  their  respective  studies  in 
1992.  Results  of  both  Midwest  reports  have  been  widely  circulated  by  the  media. 
They  are  compared  with  the  findings  of  the  UTvlD  study  in  this  section. 

The  University  of  Missouri  study  includes  "number  of  retail 
establishments"  as  a  variable  and  can  be  compared  with  the  University  of 
Massachusetts  sli^dy  on  that  dimension. 

The  table  on  the  following  page  (Total  Number  of  Retail  Establishments  1 
Year  After  Wal-Mart  -  Northeast  vs  Missouri)  shows  that  the  impact  of  a  Wal- 
Mart  opening  in  Missouri  counties  had  a  much  greater  negative  impact  than  data 
on  the  Northeast  counties  suggests.  As  much  as  two  thirds  (64%)  of  the  fourteen 
Missouri  counties  reported  fewer  retail  establishments  in  certain  industries.  No 
Northeast  county  reported  more  than  a  17%  decline  in  any  industry  after  Wal- 
Mart  opened. 

The  numbers  are  equally  impressive  for  counties  rep>orting  stability  in  the 
number  of  retail  establishments  one  year  after  Wal-Mart.  Most  of  the 
Northeastern  counties  (64%-75%)  show  stability.  While  few  (7%-14%)  of  the 
Missouri  counties  remained  the  same.  Data  on  new  openings  is  not  dramatically 
different,  although  Missouri  does  show  slightiy  more  openings. 

Overall  there  were  many  closings,  some  openings,  and  few  communities 
unaffected  in  Missouri.  In  the  Northeast,  results  indicate  very  little  change  in  the 
number  of  retail  establishments.  There  were  fewer  openings  and  far  fewer 
closings  than  in  Missouri.         '  ' . 


00 


en 

CO 


CO 

ro 


o 


CO 


CD 


CO 


cn 


CO 

ro 


CO 

ro 


CD 


CO 

cn 

6? 


o 


ro 

CO 


ro 


CO 


ro 

CO 


ro 


ro 


ro 


CO 


CO 


o  o 
a 


2  2  O 

o  o 


o 
c 


Z  CO  o 
o  »  o 


£1>  o 


2  i>  o 
o  2  o 

^  -»  »♦ 

W  ^ 
3- 


—  © 

CO  < 

c 


O 
o 
c 

3 


H 

O 

Z 
c 

3 

^  o 

?  m 
o  w 

^  IT 

<  1 
„  I 

S  ST 

cn*  -J. 

CO 

O  -< 
c  o 

-»  Q> 
—  -t 

> 


J. 


The  Iowa  study  and  the  UMD  study  exarrdnc  the  change  m  retail  sales, 
from  the  year  prior  to  tJie  operung  of  Wal-Mart  to  one,  two,  or  three  years  later. 
The  table  on  the  following  page  (Percent  Changes  in  Retail  Sales  After  Wal-Mart  - 
Northeast  vs  Iowa)  shows  the  data  from  both  studies.  The  data  on  the  Northeast 
is  collected  for  one  and  two  years  after  W'al-Mart.  The  Iowa  study  uses  one  year 
and  tl\ree  year  figures.  Both  are  presented  arid  labeled  accordingly. 

The  results  indicate  a  much  smaller  gain  in  the  general  merchandise 
category  in  the  Northeast.  Wal-Mart  has  increased  business  in  its  own  industry, 
by  approximately  10%.  In  Iowa  many  of  Wal-Mart's  competitors  dosed  and  the 
retailer  is  credited  with  expanding  the  market  for  its  products.  The  Northeast 
reports  few  closings  and  minimal  market  expansion. 

Food  stores  consistently  lose  approximately  6%  of  their  sales  after  Wal- 
Mart  opens.  This  is  reported  in  all  three  impact  studies  (Iowa,  Missouri,  and  the 
Northeast)  and  is  generally  attributed  to  loss  of  sales  in  paper  goods  and  health 
and  beauty  aids. 

The  apparel  industry  in  the  Northeast  has  responded  in  a  dramatic  and 
positive  way  to  Wal-Mart's  entry.  It  is  only  in  the  Northeast  that  retail  sales 
increase.  Those  increases  average  16%  the  first  year  and  12%  the  second  year, 
while  Iowa  reports  declines  of  7%  and  9%  resf>ectively.  The  widespread 
availability  of  local  apparel  manufacturers,  discount  outlet  stores,  and  specialty 
dothes  stores  in  the  Northeast  may  account  for  the  data. 

Wal-Mart's  major  area  is  described  as"softgoods"  and  includes  apparel 
and  home  furnishings,  and  accounts  for  30%  of  Wal-Marf  s  sales.  That  may 
explain  ihe  decline  in  the  Northeast  and  also  after  one  year  in  Iowa,  in  the 
Furniture/ Home  Furnishing  industry.  The  decline  is  more  severe  in  the 
Northeast  and  continues  after  a  two  year  Wal-Mart  presence. 


The  Iowa  study  reports  eating  and  drinking  establishnients  to  be  beneficiaries  of 
a  Wal-Mart  in  their  market.  The  data  in  the  Northeast  does  not  support  that.  Wliile 
the  data  at  one  year  indicates  less  than  1%  change  ,  after  two  years  the  figures  go  up  to 
9%  decline  in  sales.  This  may  be  partially  explained  by  the  addition  of  McDonald's 
restaurants  in  most  of  the  Northeastern  Wal-Mart  stores. 
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in  Conclusion: 


The  nortiieast  has  survi\-cd  the  Wal-Mart  entry  at  thi>>  point  m 
time  with  little  damage.  \Vc  caution  however,  that  this  study  does 
not  address  the  el'tect  of  multiple  Wal-Mart  stores  in  counties, 
environmental  impact,  or  issues  of  quality  of  life  in  sm.all  towns.  We 
urge  those  involved  in  the  decision  process  to  use  these  findings 
along  with  other  pertinent  information  to  make  the  best  possible 
decisions  regarding  their  own  situation. 


